TITLE 326 AIR POLLUTION CONTROL BOARD

REPUBL | SHED SECOND NOTICE OF COMMENT PERIOD
#98-235(APCB)

DEVELOPMENT OF NEW RULES CONCERNING EMISSIONS OF NITROGEN
OXIDES

PURPOSE OF NOTICE

The Indiana Department of Environmental Management (IDEM) is saliciting public comment on new
rules that would control emissions of nitrogen oxides from Indiana sources. IDEM seeks comment on
the affected citations listed and any other provisons of Title 326 that may be affected by this
rulemeking.

HISTORY

First Notice of Comment Period: November 1, 1998, Indiana Register (22 IR 553).

Second Notice of Comment Period and Notice of First Hearing: May 1, 1999, Indiana Register (22
IR 2648).

Notice of Rescheduled Hearing: July 1, 1999, Indiana Register (22 IR 3134).

CITATIONSAFFECTED: 326 IAC 10-0.5-1; 326 IAC 10-1-1; 326 IAC 10-1-2; 326 IAC 10-2;
326 |IAC 21-1-1.

AUTHORITY: IC 13-14-8; IC 13-17-3-4; IC 13-17-3-11.

SUBJECT MATTER AND BASIC PURPOSE OF RULEMAKING

On September 24, 1998, U.S. EPA issued arule (NO, SIP call) that requires each of twenty-two
(22) gates in the eastern United States, including Indiana, to reduce its emissons of nitrogen oxides
ggnificantly by 2007. The federd rule requires dectric utility boilers, large indudtrid boilers, cement
kilns and stationary internal combustion engines to reduce emissions by one hundred sixteen thousand
four hundred sixty-three (116,463) tons by 2007. Theruleisintended to reduce the transport of ozone
and ozone causing pollutants that occurs in this multi-state region.

On November 1, 1998, IDEM published a First Notice of Comment Period requesting comment on
the direction that IDEM should pursue in responding to the NO, SIP cal. The agency received
numerous comments from various industries and groups and proceeded to develop draft rule language.
On May 1, 1999, IDEM published a Second Notice of Comment Period. The draft rule language
identified various options concerning regulated source categories and emisson limitations. IDEM
received numerous comments concerning the options presented including comments concerning the lack
of specificity with the rule language.

On May 25, 1999, the U.S. Court of Appealsfor the D.C. Circuit issued a stay of the deadline to
respond to the NO, SIP cdll until further order of the court. The court has not yet ruled on the merits
of the litigation concerning the NO, SIP cdll.

When U.S. EPA firgt proposed the NO, SIP cdll, IDEM submitted comments concerning the
stringency of the controls proposed by U.S. EPA. In the comments, IDEM indicated that work
completed by the Ozone Transport Assessment Group (an organization of thirty-seven (37) eastern and
midwestern gtates, U.S. EPA, and many other public and private entities) suggested that controlling
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electric utility sysem boilers and large industrid boilersto aless stringent emission limit would reduce
ozone transport and assst with atainment of the ozone standard in Indiana. Technica work done by
Indiana aso supported this conclusion. The controls for additional source categories, as proposed in
the NO, SIP cdl, would not be included until studies were completed to determine the amount of
additiond reductions that might be needed and the feasihility of reducing the emissions from these
source categories.

There are severa areas within Indiana that do not currently meet the one (1) hour ozone hedlth
gandard. The Clean Air Act and U.S. EPA guidance require that Indiana develop and implement plans
to bring ar quality in those areas into attainment with the hedlth sandard. For Clark and FHoyd
counties, the attainment date is 2003. For Lake and Porter counties, the attainment date is 2007 and
the attainment plan must be submitted to U.S. EPA by December 2000.

Numerous measures to control localy emitted pollutants have aready been implemented in these
two (2) areas (for example, vehicle ingpections, cleaner fuels, and controls on smdl and large local
industries and businesses). Indiana has determined that NO, reductions consstent with those
advocated during development of the SIP call are a necessary dement of the attainment plans for these
four (4) Indiana counties. Moreover, given the measures aready in place are those that are the most
cost-effective, NO, reductions from utility boilers and large industrid boilers are a cost-effective control
messure.

In addition to addressing Indiana s 0zone nonattainment areas, the NO, reductions caled for in this
rule will assst in reducing ozone trangport outside of Indiana. The work done by the Ozone Transport
Assessment Group indicated that the transport of 0zone across state boundaries can affect
nonattainment areas outside of the sate. IDEM believesthat it isimportant to lessen the contribution to
any dgnificant trangport from Indiana to neighboring sates that could affect their ability to meet the one
(1) hour ozone standard. Due to the technicd difficulty in assigning a specific amount of ozone pollution
that is caused by an individua source, a statewide NO, reduction approach is amore practica solution.

Therefore, given the uncertainty of the lega status of the federd NO, SIP cdl, Indiana believesit
must proceed with development of a NO, control rule that achieves the reductions necessary to achieve
attainment of the one (1) hour ozone standard. Because Indiana s approach is different from that
contained in the NO, SIP cal and IDEM’sinitid draft rule language, IDEM is republishing a Second
Notice of Comment Period with subgtantialy revised draft rule language. A summary of themain
elements of the draft rule and how they differ from the previous draft follows, as well as identification of
severd issues on which IDEM specificaly seeks comment.

Applicability

The draft rule contained in this notice gpplies to ectric utility boilers, combustion turbines, and
combined cycle systems with a cgpacity greater than twenty-five (25) megawatts and large indugtria
boilers with a capacity greater than two hundred fifty million (250,000,000) British therma units (Btus)
per hour. A list of the sources IDEM has identified as likely subject to the rule, based on available
information, follows

Facilities owned and operated by the following:

Indiana Municipa Power Agency (Richmond
and Anderson units only)
Indianapolis Power and Light
American Electric Power
Hooser Energy
Cinergy



Southern Indiana Gas and Electric Company

Richmond Power and Light
Northern Indiana Public Service Company
Indiana-Kentucky Electric Company
Southern Company
Industria sources
Alcoa LTV Sted
Amoco National Sted
Bethlehem Sted New Energy Corporation
Inland Sted! Purdue University
Indianapolis Power and Light (Perry K facility) U.S. Sted

Sources should verify whether or not they meet the criterialisted however, even if they are not included
inthelist. Thisdraft rule does not apply to cement kilns, smal indudtrid boilers, interna combustion
engines, or other sources of NQO,.

Indiana already has a NO, control rule for Clark and Floyd counties. That rule affects large utility
boilers, industria boilers with a capacity greater than or equal to one hundred million (100,000,000)
Btus per hour, cement kilns, and units other than bailers or kilns that have the potentid to emit a least
forty (40) tons of NO, per year. There may be instances where the new and current rules apply to the
same source or unit, and IDEM has included provisions thet clarify that the source or unit must comply
with the more stringent rule during the ozone season.

Emisson Limits

The draft rule requires that, beginning in 2003, dectric utilities meet an emission rate of twenty-five
hundredths (0.25) pound of NO, per million Btus during the ozone season (May 1 through September
30). Industria boilers must meet a NO, emission rate specific to the boiler type and fuel usage (ranging
from four-tenths (0.4) to two-tenths (0.2) pound of NO, per million Btus). IDEM has cdculated that
this rule will result in the reduction of sixty-five thousand six hundred thirty-one (65,631) tons of NO,
by 2007. A mgor difference from the previous draft is that this draft rule is based on arequired
emission rate, whereas the previous draft, as required by the NO, SIP call, established acap on
statewide NO, emissions and established budgets for the severa categories of affected sources.

Compliance Options

The draft rule provides severd compliance options. These are: strict compliance with the gpplicable
emission rate through the use of add-on control equipment or other means, compliance through fuel-
switching, and compliance usng a sysem-wide averaging plan (the averaging of emissonsfrom dl the
facilities owned by asourcein Indiand). The previous draft operated primarily through a cap and trade
program for the utility and industria boilers.

Throughout the development of thisrule, IDEM has sought input from interested parties. On
November 8, 1999 a meeting was held to discuss the new direction that was being proposed. Copies
of the draft rules were distributed and made available on the Internet and IDEM requested comment on
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the draft rules. IDEM has made numerous changes to the October 1999 draft of the rule in light of
these comments. IDEM continues to encourage participation in this rulemaking by interested and
affected parties. Based on the comments received to date and IDEM’s own andys's, IDEM
specificaly requests input on the following issues.

Averaging period - The NO, SIP call used an 0zone season average. The draft rulesinclude a 30
day rolling average. IDEM redlizes that alonger averaging period provides greater flexibility to
affected sources to meet daily production demands. However, ozone pollution isadaily
phenomenom. Gresater flexibility to exceed the twenty-five hundredths (0.25) pound of NO, per
million Btus emission rate increases the chance that excess emissonswill occur on the very days
when wesether conditions are most conducive to ozone formation and jeopardize public hedth and
attainment of the ozone standard. IDEM bdlieves that athirty (30) day rolling average provides an
gppropriate baance between flexibility and protection of air qudlity.

Compliance monitoring - This draft rule requires sources to use continuous emission monitoring
systems (CEMS) to monitor their compliance with the emisson limit. CEMS are the most rdligble
method for assuring the source, the agency, and the public that afacility isin continuous compliance
with itsemisson limit. Thisisespecidly true for sources that use an averaging plan or burn varigble
fuds Severd commenters have argued that other highly reliable methods of demongtrating
compliance exist and are less costly than CEMS. IDEM welcomes further specific comment on this
issue.

Compliance date and energy rdiability - The draft rule maintains the compliance date of May 1,
2003. Theissue of apossiblelack of materias, labor, and time has been raised, aswell as possible
impacts on the rdiability of the eectricad generation sysem. IDEM requests additiona information
concerning these issues and others that may affect the compliance date so that the agency can
evauate the need for additiond time.

Required reductions for utility boilers - The current rule establishes atwenty-five  hundredths
(0.25) pound per million Btus emission limit. Severd commenters have proposed alowing a source
to comply with this limit or a Sixty-five percent (65%) reduction from 1990 ozone season levels,
whichever isless sringent. IDEM has caculated that under this dternative gpproach, NO,
emissions would be reduced by thirty-one percent (31%), compared to a forty-four percent (44%)
reduction under the twenty-five hundredths (0.25) pound per million Btus approach. IDEM believes
that the greater NO, reductions are necessary to achieve Indiana s air quaity goas. IDEM will
makeitsar quality modeling and other technica work avallable in upcoming public discussons.
Creditsfor energy efficiency and early reductions and flexibility - The NO, SIP call was based on a
cap and trade system that would establish “budgets’ for states and individua sources. There were
provisons available to give credit to certain early reductions and the possibility to establish
provisons to recognize and reward energy efficiency. The draft rule with this notice is based on an
emissonrate. Theissue of providing flexibility to sources to determine the best mix of NO,
reductions has aso been raised. This could be accomplished with the establishment of atarget NO,
reduction and then alowing a source to identify the units and reductions that will achieve the
necessary reductions. IDEM is requesting comment and specific suggestions on provisons that
could be included in the rule that would recognize and reward energy efficiency and early reductions
and provide additiond flexibility in achieving necessary reductions.

Trading - The NO, SIP cdll included an interstate NO, emission trading program to assist with
compliance with the emisson limits. As mentioned above, IDEM has not included a trading program
in the draft rule. The Environmental Qudity Service Council (EQSC) established a committee to

4



sudy emission trading programs in generd and isworking with IDEM concerning the possibility of
edtablishing emission trading programsin Indiana. IDEM believesthat it is better to pursue
emissons trading outsde of this rulemaking and to address emissons trading in a separate
rulemaking.

In addition to the issues identified above, there are other recent developments that should be
mentioned. On December 17, 1999, the U.S. EPA released find rules (126 rules) concerning the
petitions that had been filed by severd northeastern states under Section 126 of the Clean Air Act.
This section provides that if U.S. EPA finds one (1) or more sources outside a Sate are significantly
contributing to nonattainment of air quality standards with that state, it shal require those sourcesto
reduce their emissons. Initsrecent rule, U.S. EPA found that certain sourcesin Indianawere
contributing to nonattainment downwind and ordered those sources to make reductions by 2003, by
participating in afederally administered cap and trade program. Thisruleis currently subject to legd
chdlenge. Theruleswill be effective thirty (30) days from the date of publication in the Federd
Regigter (unlessalegd stay is requested and granted) and will require NO, reductions from specific
sources or source categories that were included in the individua petitions. Certain portions of Indiana
will beimpacted by the 126 rules, which could ultimately impact this rulemaking. IDEM will continue to
asess the status of these requirements as well as those contained in the NO, SIP cdl asthis state rule
proceeds through the rulemaking process.

Because IDEM is republishing the Second Notice of Comment Period, the comments summarized
below are the same comments that were included in the May 1, 1999 notice. The responses have been
amended to reflect the various actions that have occurred and the requirements that are included in the
draft rule included with this notice. Comments and responses from the initial Second Naotice of
Comment Period, aong with comments and responses from this republished Second Notice of
Comment Period will be included in the board packet when thisrule is sent to the board for preiminary
adoption.

SUMMARY/RESPONSE TO COMMENTSFROM THE FIRST COMMENT PERIOD
IDEM requested public comment from November 1, 1998, through December 1, 1998, on
dternative ways to achieve the purpose of the rule and suggestions for the development of draft rule

language. IDEM received comments from the following parties by the comment period deadline:

American Electric Power (AEP)
American Portland Cement Alliance (APCA)
Amoco Petroleum Products Refining Business Group (APP)
Cinergy Corporation (CIN)
Crawfordsville Electric Light and Power (CLP)
Eli Lilly and Company (ELC)
Essroc Italcementi Group (ESS)
Hooser Energy Rura Electric Cooperative, |ncorporated (HE)
Indiana Manufacturers Association (IMA)
Indiana Municipa Power Agency (IMPA)
Indiana Petroleum Council (IPC)
Indiana Petroleum Marketers and Convenience Store Association  (1PM)
Indianagpolis Power and Light Company (IPL)



Lehigh Portland Cement Company (LPC)
Marathon Ashland Petroleum LLC (MAP)
Richmond Power and Light (RPL)

Following is asummary of the comments recelved and IDEM's responses thereto:
Genera

Comment: Cement manufacturing is a pecidized and unique process. Because of theidiosyncratic
nature of cement kilns, a one-size-fits-al gpproach to emisson reduction is not practica. Most of the
exigting nitrogen oxides (NO,) control technologies were developed for power plants and other indirect
combustion processes. In addition to the distinctions between cement kilns and boilers, each individua
cement manufacturing system isa unique process. The manufacturing processis highly varigble, Ste
specific, dependent on the type of equipment ingtaled, and the raw materids that are used to make the
product. Prescribing a specific NO, control technology to cement manufacturing to achieve astandard
reduction target does not work. In past efforts, most cement plants have had better success with
process modifications rather than with low NO, burners and other technologica fixes. An effective and
appropriate approach to cement plants would be to adlow flexibility to determine what reductions can
be redlistically extracted a each plant and how those reductions can be achieved. (ESS) (APCA)
(LPC)

Comment: The U.S. EPA’s NO, SIP cdl contains estimates for the cost-effectiveness of gpplying
various control technologies to cement kilns. The cost-effectiveness of various technologies, as cited in
the preamble to the find federd rule, are unredidticdly low. The cost-effectiveness figures are based
upon an Alternative Control Technology (ACT) document that was produced in 1994. Much of the
supporting data used for the ACT document were produced even earlier and the document needs to be
updated and based on more recent data and experiences. A fina rule should not be based upon flawed
assumptions and outdated information, such as those found in the ACT document. (ESS) (APCA)

Comment: In the proposed federd implementation plan to reduce regional ozone trangport, the U.S.
EPA presents the option of applying for an dternative emisson limit to smdl entity-owned cement
plants that would be regulated under the proposed federa rule. Cement plants owned by small entities
experience ardatively more sgnificant impact from emission control expenditures, but the dternative
emission limit gpproach makes sense for al cement plants given the questions concerning the U.S.

EPA’ s assumptions on possible reductions and cost-effectiveness. Experience with the suggested
control technologies and kilnsin Indiana has not resulted in the emissions reduction or the codt-
effectiveness estimates of the U.S. EPA. These results demonstrate the inaccuracy of the Alternative
Control Technology (ACT) document, the variahility of specific kiln systlems, and the variability of NO,
reductions usng the same technology &t different kilns. A rigid gpproach might reduce competitiveness
and product qudity & many cement plants, while atailored, flexible gpproach will maximize emisson
reductions and maintain the vigor of this necessary industry. (ESS) (APCA)

Comment: It is understood that the portland cement manufacturing industry must fairly participate in
the reduction of NO, emissons from sourcesin Indianain order to comply with the U.S. EPA NO,
SIP cal and the following suggestions are offered. The required NO, reductions should be from
uncontrolled emissions based on the peak daily NO, emissions during the ozone season. The NO,
budget should be based on the controlled emissions based on the pesk daily NO, emissons after the
implementation of the NO, control measures. And findly, the cement manufacturing industry should
fairly participate in the NO, SIP cal reductions by reducing NO, from uncontrolled levels by either
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thirty percent (30%) or the amount achieved by implementing highly cost-effective control measures
that would cost no more than two thousand ($2,000) dollars per ton of ozone season NO, reduced.
(ESS)

Comment: The U.S. EPA’sbasdineis flawed and information clarifying incorrect information will
be submitted. There is concern about the application of the growth factor used to project uncontrolled
NO, emissonsin 2007. The growth in the portland cement industry over the past severd decades has
occurred dmost exclusively a existing locations, where the limestone needed to make cement is
present. Thistrend is expected to continue in the foreseeable future. (LPC)

Comment: The NO, emissons from portland cement plants are only afraction of the total industrid
NO, emissons. The NO, reduction strategy to respond to the federa rule must recognize that the
reductions achieved by process indudtries, such as the portland cement industry, will have avery smdl
effect in achieving thisgod. (LPC)

Response: Due to the court decision suspending the submittal deadline for the NO, SIP cdll, IDEM
isnot pursuing a rulemaking that would comply with the SIP call that included reductions from cement
kilns. IDEM is going forward with draft rule language that does not include the same mix of sources
and emission limitations that was included in the draft rules published on May 1, 1999 (22 IR 2648).
The draft rule included with this Second Notice of Comment Period only affects utility and industria
boilers.

Comment: IDEM should be clear about what the agency is trying to accomplish with this
rulemaking, that is, comply with the new requirements promulgated by the U.S. EPA. The new date
rules should explain on their face that they set forth Sandards for the state to comply with the U.S. EPA
requirements. The clarity isimportant for severd reasons. Severd petitions for review have been filed
in federa court to chalengethe U.S. EPA’s action. If the challenges are successful, sources should not
be forced to pursue litigation in State court to sort out the portions of state rules that relied on U.S. EPA
gandards. The clarity isaso important to avoid creeting confusion and false expectations. With the
promulgation of the find federd rules, the agency faces avery limited range of options. UnlessIDEM is
clear about the purpose of the rulemaking, it islikely that the public, or even members of the Air
Pollution Control Board, will not understand the limited scope of the agency’ sdiscretion. Findly,

IDEM should be clear about what the agency is doing to be faithful to its own determinations.
Comments from the Governor and Commissioner, submitted in response to the U.S. EPA’ s proposed
rule, were very critica of the proposed federa rules and the direction that U.S. EPA was taking.
IDEM should not create the impression that the agency iswalking away from its previous
determinations and somehow endorsing the U.S. EPA’s approach. The new state rules should thus be
explicit that the rules implement federd requirements. The rules should include an effective date and
language indicating that they will only be in effect aslong as necessary to meet the federa requirements
or that the state rules will terminate if the federd rules are overturned. (IPL) (AEP)

Response: Although federa regulations normally include a paragraph concerning the purpose of the
rule, thisis generdly not done with Indianarules. The agency has made it dear in the background and
purpose section in the First Notice of Comment Period and this notice that the agency does not agree
that the extent of NO, reductions required by the U.S. EPA is necessary to address any significant
contribution Indiana has in other states. IDEM has dso sated in different venues that the agency does
believe that a substantia reduction of NO, is required to assst with attaining the one (1) hour ozone
standard and to reduce any transport that may be occurring. This rulemaking is intended to achieve
those reductions. Asan dternative, IDEM believesthat it is best to work with affected sources and the
U.S. EPA in crafting arule that accomplishes the god of clean air in Indiana and reduced ozone
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transport.

Comment: Some NO, reductions from dectric utilities and large indugtria boilers are clearly
gopropriate. A leveling of the playing field for eectric utilities has been endorsed by the utility industry
that would establish a system-wide, annud average NO, emisson rate of thirty-five hundredths (0.35)
pound per million British therma units. IDEM has gone on record proposing a system-wide average of
twenty-five hundredths (0.25) pound per million British therma units and has determined that NO,
reductions below this amount would cause a subgtantid, and unjustified, cost to the eectric utilities,
without equivaent environmenta benefit. While there is a disagreement as to which rate should be
implemented, there is agreement that the fifteen hundredths (0.15) pound per million British therma
unitsis unjudtified. (IPL)

Response: The agency has Sated previoudy that arate of twenty-five hundredths (0.25) pound per
million British thermd units limitation would address Indiana s contribution to downwind states and this
isthe emission limit for utility boilers that has been included in the draft rule,

Comment: Effortsby IDEM to utilize the most cost-effective control measures available to the state
are supported. During the Ozone Transport Assessment Group (OTAG) process, the U.S. EPA
recognized the importance of cogt-effectiveness in determining appropriate controls for NO, emissons.
In developing itsrationde for determining the NO,. control measures that should be the basis for state
NO, budgets, the U.S. EPA focused on the average cost-effectiveness of controls. If additional NO,
emission reductions are proposed, the agency should aso focus on NO, controls that are proven to be
the most cost-effective. The numerous waves of regulatory requirements have a cumulative impact on
busnessvitdity in the state. Given thisimpact combined with the questionable mandate for any
reduction, it isimperative that cost impacts be given ahigh priority within the factors consdered by
IDEM to address this federa mandate. (MAP) (IMA)

Response: IDEM agrees that NO, controls that accomplish necessary reductions and are the most
cost-effective should be given the greatest consderation. IDEM isworking with affected sources, U.S.
EPA, appropriate state agencies and others, to develop cost estimates that are redlistic and will provide
abasisfor the public to evauate these important choices.

Comment: Ozone computer modeling will show that under some Stuations, usudly in or near larger
metropolitan areas, NO, reductions may actualy result in increased ozone concentrations, due to NO,
scavenging. These ozone disbenefits will need to be closaly examined when IDEM devel ops control
drategies to respond to possible eight (8) hour nonattainment within Indiana. However, that will need
to be addressed in a separate rulemaking. (1PL)

Response: IDEM agreesthat in certain situations NO, reductions can actualy increase ozone and
result in a disbenefit. For the most part, the modeling indicates that disbenefits occur on days when
ozone levels do not exceed the hedlth sandard. However, the agency will be examining this Stuation
with this rulemaking.

Comment: According to IC 13-14-8-4, the air pollution control board shal aso take into account
the right of al persons to an environment sufficiently uncontaminated as not to be injurious to human,
plant, animd, or aguatic life or to the reasonable enjoyment of life and property. The proposd to
impose more stringent NO, emission limits on eectric utilities to reduce ozone formation does not come
without hidden cost. The most effective, and most costly, NO, retrofit control for a cod-fired boiler is
sdective cataytic reduction (SCR). SCR requires the use of large quantities of ammoniathat isfed into
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the boiler gases to help convert NO, to harmless gases. Ammonia, when present in large quantities as
required for SCR use, can pose subgtantia risk to employees and the public. A NO, reduction rule
that imposes substantial NO, reductions requiring SCR controls would effectively force these sources
to ingd|l large bulk ammonia storage tanks associated with the SCR controls. Section 112(r) of the
Clean Air Act concerning accidenta release prevention regulates ammonia and requires sources storing
ammoniaover a certain amount to prepare and submit risk management plans.

The use of ammonia aso impacts efforts to develop and promote ash reuse markets. An example of
the impact concerns concrete. Ash reuse as an additive for concrete would be curtailed because the
resdua ammonia makes the ash unacceptable. The ammonia escapes as the concrete is being worked
and creates unacceptable working conditions for the workers using the concrete. The loss of a market
increases disposa costs and increases the use of virgin materials that had been replaced by ash. IDEM
should congder al of the environmental and economic affects associated with imposing stringent NO,
emisson limitations on dectric utility generating units. (IPL)

Response: The use of SCRs and the associated ammonia storage and use are issues that IDEM will
consder during the rulemaking. As noted by the commenter, Section 112(r) of the Clean Air Act does
require that sources storing materials such as ammonia must take precautions againgt arelease,
including the development of a plan for handling an emergency Stuation. The issue of ash reuseisone
(1) issue that IDEM will be discussing with affected sources in an effort to develop a sound rule.

Comment: IDEM has been working with loca groups around the state and, until recently, affected
source categories in an effort to craft a plan that will likely lead to the expeditious attainment of the new
eight (8) hour ozone standard. IDEM should resume working with the source categories that will be
impacted by this rulemaking as these groups have ideas on more efficient ways to implement an
gppropriate solution in thisrulemaking. These efforts, dong with the modding work done by the Lake
Michigan Air Directors Consortium, of which IDEM isamember, demondrate that by resolving its
own eight (8) hour ozone nonattainment areas, Indianawill more than adequately reduce its contribution
to ozone transport. (AEP)

Response: The agency has held severd public meetings to discuss the rulemaking with dl affected or
possibly affected sources, and will continue to discuss issues with any interested party.

Comment: Thefina federd rule imposes far-reaching responsbilities on states under a compressed
timetable, and there is considerable doubt about the ability of states to develop al the required program
elements before the September 30, 1999 deadline. Given limited time and resources, states will focus
on those minimum program e ements that are necessary to ensure that their sate implementation plan
submissions are gpproved. Accordingly, the following recommendations are offered:

» TheU.S. EPA should dlow the gate the full eighteen (18) months alowed to revise their Sate
implementation plans

* The U.S. EPA should follow notice and comment procedures when disgpproving state
implementation plans

» The Section 126 petitions should be granted, and controls impaosed, only following a notice and
comment process culminating in state implementation plan disgpprovd.

» Federdly enforcegble controls, whether through a federal implementation plan or the Section 126
petition process, should be imposed only after there has been a period of negotiation and didogue
with the affected state. (CIN)

Response: While these comments address legitimate issues of public concern, they are outside of the
scope of this rulemaking.



Comment: We support IDEM’ s leadership in its participation in subregiond air planning
organizations and in the creation of local advisory groupsto ded with ozone issues. Under anew
program included under Sections 176A and 184 of the Clean Air Act as amended in 1990, Congress
gave dtates the responghility, acting through multi-state commissions, to decide whether or not to
recommend that the U.S. EPA issue cdls for state implementation plan (SIP) revisons to address
interstate ozone trangport. This concept should be used to dea with 0zone nonattainment and transport
issues. A framework should be based on both a combination of a collaborative multi-state ozone
trangport commission with a modeling effort involving the Lake Michigan states expanded to include a
aminimum Ohio and Kentucky, with amonitoring and ar qudity planning process overseen by
subregiond and loca community air quality advisory entities. There would be agreed upon criteria for
evauating the rdative air quality and cost effectiveness of controlsin upwind and downwind states,
setting control targets for utilities and other source categories, and determining de minimis levels of
ozone transport too low to warrant interstate controls versus local controls. (CIN)

Response: IDEM will continue to work with other states in the midwest region, including those
named by the commenter on issues of common interest, while moving forward with the state rulemaking
process in an expeditious manner.

Comment: We support full attainment of clean air standards, but policymakers must choose the
most congtructive, cost-effective, and flexible means of achieving thisgod. A phased emisson
reduction strategy that provides for cost-effective and timely NO, controls should be implemented as
an dternaive to the federd find rule. The implementation would be asfollows:

* Implementation of control leve of twenty-five hundredths (0.25) pound per million British therma
units for electrical generating units with a heat capacity greater than or equa to two hundred fifty
million (250,000,000) British thermal units by the 2003 o0zone season. This would address one (1)
hour nonattainment needs and significant ozone transport.

» Additiond utility reductions and loca NO, and VOC reductions, if needed, after proper
designations of eight (8) hour nonattainment areas and distribution of U.S. EPA guidance and
procedures for emission inventory development, approvable eight (8) hour attainment plans, and
related rules. The utility reductions may be gppropriate by 2005 and may be between twenty-five
hundredths (0.25) and fifteen hundredths (0.15) pound per million British thermd units. The
possible, additiona reductions would be determined through a multi-state ozone trangport
commission and local stakeholder air quality assessment process no later than July 1, 2001.

» The compliance deadlines for utilitiesin 2003 and 2005 could be extended for dectricd riability
concerns.

» Supplementd reductions would be implemented no later than 2007 on locd NO, or VOC sources
needed for attainment of the eight (8) hour standard.

» Dueto the creation of a state-wide NO, emissions budget for regiona transport reductions, dl
supplemental NO, and VOC emissions reductions would be implemented through a broad based
NO, and VOC cap-and-trade program. Separate trading programs could be established, but
trading across sources would be alowed where appropriate. Administrative and monitoring
respongbilities for subregiond trading would be assumed by the U.S. EPA and dates.

* The establishment of an orderly, phased set of deadlines for implementing progressively tighter
emisson limits would provide an orderly path and protect eectric system reliability, encourage cost-
effective compliance drategies, and alow creation of functioning trading markets. Early emisson
reductions would provide timely ozone benefits to those areas not attaining the one (1) hour sandard
and additiona reductions needed to attain the eight (8) hour standard could be integrated with the air
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qudity planning and implementation efforts that the new standard will require. (CIN)

Response: IDEM has articulated its gods for this rulemaking in this Response to Comments
document aswell asin many other forums. Dueto the litigation of the U.S. EPA directive, IDEM is
moving forward with a rulemaking that will address attainment of the one (1) hour standard and ozone
trangport within and outsde of Indiana. The draft rule includes a control level of twenty-five hundredths
(0.25) pound per million British therma unitsfor large utility boilers.

Comment: Although states and industries face consderablerisk if IDEM does not submit a Sate
implementation plan revison by September 30, 1999, IDEM should not submit its state implementation
plan revision until the Court’sreview of the U.S. EPA find rule is completed. Some states and affected
sources have found the merits of the find federd ruleto beillega and petitioned the Courts for
expedited review. Once the states have revised their regulations and had those regul ations approved
by the U.S. EPA, the requirements under the fina federa rule would become state and federd law. In
the event the fina federa rule was found to be invdid by the Courts it would be extremely difficult to
rescind the regulations. (CIN)

Response: Due to the extenson of the submittal deadline granted by the U.S. Court of Appedls,
Indianais not pursuing a rulemaking consstent with U.S. EPA’sfind rule. IDEM is moving forward
with arulemaking that achieves the reductions needed to assst with clean air in Indiana and addressing
any transport to neighboring states.

Comment: Indiana utilities are not sgnificant contributors to nonattainment areas in the Northeast
region. Ozone modding using two (2) different methodol ogies shows clearly thet the greet
preponderance of the 0zone in most nonattainment aress is due to emissions from within the
nonattainment areaitsdf, the surrounding state, and immediately adjacent upwind states. The
contribution to elevated ozone levels from distant Satesistrivia under severe 0zone episode conditions.
Utility NO, reductions of gpproximately sixty-five percent (65%) combined with projected Clean Air
Act controls would be sufficient to meet the one (1) hour standard for the remaining nonattainment
areasin the midwest. Theincrementa benefits of controls caled for in the find federd rule in digtant
areas with severe nonattainment problemsis minuscule. The bulk of the Northeast Corridor will not
meet the one (1) hour sandard with the final federd rule controls and will till need to implement loca
controls. (CIN)

Response: IDEM has stated its belief that Indiana s contribution to high levels of ozone at far
downwind statesis not as long range a phenomenon as some have concluded, but also that certain NO,
reductions will assgt in attainment of the one (1) hour standard in Indiana. The reductions will dso
address ozone transport to areas within and near to Indiana

Comment: A NO, control cost study confirms that the controls required under the find federd rule
would be gpproximately twice as much as the latest cost estimate in the U.S. EPA’ s supplementa
naotice of proposed rulemaking. The study aso shows that, with a uniform emission limit, compliance
flexibility would be minima and trading would offer negligible opportunities to reduce compliance codts.
(CIN)

Response: IDEM understands the concerns with the cost estimates provided by the U.S. EPA. The
agency is atempting to gather its own cost information for the affected sources. IDEM is seeking to
develop arule that reduces NO, emissonsto an appropriate level and in amanner that optimizes
flexibility and consders the costs of the controls needed to get to that level. The control levels required
by this draft rule will be more cost-effective than the NO, SIP call control levels.
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Comment: Judgements concerning the level of NO, control necessary to address nonattainment of
the eight (8) hour standard should not be made in anationd rulemaking conducted before the Sate
implementation plan process has begun. The state implementation plan mechanism in Section 110(k) of
the Clean Air Act was never intended to apply before the U.S. EPA devel oped attainment guidance, as
well asthe state air qudity planning and control process for a new eight (8) hour standard has even
begun. (CIN)

Response: It is clear from recent monitoring data that severa areasin Indiana have air that does not
meet the ozone hedth sandard. IDEM is working with those areas to address the needs of their
communities. This rulemaking will assist the two (2) nonattainment areas in Indiana for the one (1) hour
standard and any ozone transport that may be occurring.

Comment: IDEM should include a Clean Air Investment Fund endorsed in the President’ s July 16,
1997 directive on implementing the new ambient air qudity standards and guaranteed NO, dlowance
pricein its NO, budget trading rule. IDEM should set a guaranteed NO, alowance price at two
thousand dollars ($2,000) per ton in 1998 dollars with adjustments for inflation in later years. Thiscap
would be well above the average per ton control costs estimated in the fina federd rule, but would
provide utilities with protection if control costs turn out to greatly exceed this estimate. (CIN)

Response: Although this draft rule does not include a trading program, IDEM would be interested in
discussing this proposal further with any interested parties, including possible mechanisms for assuring
maximum price for alowances.

Comment: IDEM should implement aNO, emission reduction program in a codt-effective, far
manner taking into account costs of control for the specific entities being regulated. The program
should provide credit to utilities that eect to reduce NO, emissons early. Under the acid rain program,
Phase |l facilitieswith Group 1 boilers were granted the opportunity to freeze NO, emisson limits until
2008, if the sources elected to comply with the Phase 1 limits by January 1, 1997, or three (3) years
before the required compliance date. IDEM should give credit to early reductions to source that have
expended sgnificant amounts of money and resources to comply earlier than required and providing
environmenta benefits. (RPL)

Response: Itisnot clear by what mechanism IDEM could provide early reduction credit for the
current draft rule. While the previous rule language would have alowed credit for certain early
reductions, that rule was based on having an overdl NO, budget, whereas the current rule isarate-
based rule. IDEM agrees that providing incentives for early reduction is good public policy and will
continue to discuss thisissue with interested parties.

NO, Sources To Be Regulated

Comment: NO, emissions play an important role in the formation of ozone and the heathfulness of
the air that we breathe. All sources of NO, emissions should be evauated and the emissons reduced
whereit isfeasible and cost effective to make the reductions. (LPC)

Response: During the work by OTAG and the U.S. EPA, reductions amilar to the levelsincluded in
the draft rule from large utility and industria boilers were found to be feasible and cogt-effective. Other
sources of NO, emissons may be evaluated at alater date and a separate rulemaking in the event
further reductions are necessary.

Comment: In developing a plan for NO, reductions, IDEM should fully consder the environmentd
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gainsthat are being made and will continue to be made under existing U.S. EPA fuels programs as well
as the new programs dreedy dated to come on line. These programs will involve sgnificant new cods
for consumers and will creste further storage and didtribution issues.  State imposition of additiond fuel
controls for NO, reduction purposes would not be practica or cost effective. Inthe fina federd rule,
the U.S. EPA recognized the importance of cost-effectiveness in determining appropriate control
measures. In developing its rationae for determining which NO, control measures should be the basis
for state budgets, the U.S. EPA focused on the average cost-effectiveness of controls. The recognition
by the U.S. EPA that federd reformulated gasoline, like other fud reformulations, are less codt-effective
than other strategies, even if volatile organic compound benefits are consdered, is supported. (I1PC)
(IPM)

Response: At thistime, IDEM is not proposing additiond fuel controls for NO, reductions.

Comment: If IDEM were to choose to impose |ess stringent NO, emission rates on dectric utilities,
then other NO, reductions must be made elsewhere for the state to comply with the U.S. EPA NO,
emissons cap. The establishment of a statewide enhanced inspection and maintenance program for dl
cars and trucks over four (4) years old, based on model year, is appropriate. A statewide enhanced
ingpection and maintenance program would do the following:

» Provides equity for dl Indiana residents.

» Achieves dramatic volatile organic compound (VOC) reductions. VOCs are a precursor to

ozone and tend to be the limiting component in larger, urban aress.

» Achieves dgnificant NO, reductions, the other precursor to ozone formation.

* Realltsin substantid mobile source emission reductions without imposing state or loca controls

on fuels.

* Puts emission reduction controls on a mobile source category that isincreasing in size, both in

terms of the number of vehicles on the road, and the number of vehicle miles driven.
Stringent NO, reductions for industry does not adequately address NO, generation. It is understood
0zone precursor emissions from mobile sources play an important role in ozone formetion.

In the NO, SIP call, the U.S. EPA notes that the Ozone Transport Assessment Group (OTAG)
caled on gtates to condder expanding vehicle ingpection and maintenance programs into urbanized
aress. Ingpection and maintenance programs are cons dered among the most cost-effective emisson
drategies available in the mobile source sector. IDEM may want to evauate the implementation of
ingpection and maintenance programs as OTAG recommended and adjust the IndianaNO, basdine
emissions to reflect ingpection and maintenance program implementation. (LPC) (IPL) (MAP)

Response: Dueto the litigation of the NO, SIP call, IDEM is proposing to go forward with a draft
rule that affects only utility and indudtrid boilers thet will assst with attainment of the one (1) hour ozone
gandard and has aless stringent emission limit for utility boilers. The NO, reductions from vehicle
inspection programs are relatively low, compared to the volatile organic compound (VOC) reductions
and the one (1) hour ozone nonattainment areas aready have vehicle ingpection programs. Moreover,
U.S. EPA hasrecently finalized rule requiring reduced emissions from mobile sources through both
gricter tailpipe and fuel standards.

Comment: The Ozone Trangport Assessment Group Mobile Sources Committee spent over ayear
evauating an array of potentid controls on emissions of ozone precursors from mobile sources,
including fuel controls. One (1) of the options for NO, reductions associated with fuel controls
examined by the ozone trangport assessment group was gasoline sulfur reductions. The committee
concluded that NO, controls for mobile sources are not cost-effective rdative to dternatives. The
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andyses show that fud reformulation designed to reduce NO, is very expensive and produces rlatively
smal reductions. Due to the significant refinery equipment changes that would be necessary to produce
this specid fud, it was agreed that the earliest that the program could be started would be 2004. The
U.S. EPA iscurrently addressing the fuels issue in a separate forum to determine emission levels for
Tier 2 vehicles. Itisthe U.S. EPA’s position that the Tier 2 process is the gppropriate mechanism for
resolving fuel emission issues and that it would be imprudent to start a state specific processwith a
different time line, given that any changes required of refiners are best made based on asngle
investment decison.  The response by the U.S. EPA to include an examination of the sulfur issuein its
effort to determine the need for Tier 2 vehicle emissions standards is supported. (IPC) (MAP)

Response: The U.S. EPA hasfindized federd rules concerning fuels and vehicle emissons that will
reduce NO, emissions, however the NO, controlsincluded in the draft rule will gill be needed.

Comment: No additional regulation of new or expanding sources of nitrogen oxidesis warranted.
The U.S. EPA recently revised the new source performance standards for certain utility steam
generating units and industrid or commercid boilers. The new source performance standard limits are
at least as dtringent asthe U.S. EPA’s assumed control levels that were found to be practical and cost
effective in the federd find rule, and in the case of indudtrid boilers more sringent. 1n addition, the
U.S. EPA utilized growth assumptionsin its andyss, so additiona control measures do not need to be
applied to new or modified NO, sources. (ELC)

Response: The emission limitsincluded in the draft rule language would not be as stringent asthe
recently revised new source performance standard limits. Therefore, the rulemaking would not be
imposing additiona control measures on new or modified NO, sources subject to the recently revised
standards.

Comment: The U.S. EPA hasincluded two (2) process units in the non-utility NO, source
inventory that may not be able to reduce NO, emissons. The units are fluid catalytic cracking units
where gasolineis produced. These units are not traditiona NO, combustion units that burn fossil fuels.
The NO, reduction technologies for these units are not feasible, do not produce appreciable reductions,
or are not cost-effective. (APP)

Response: The U.S. EPA has recognized some inaccuracies with the inventory data. IDEM will
continue to work with sources to eval uate reasonable controls to reduce NO, emissons. The current
draft rule language would only apply to bailers, combustion turbines, and combined cycle systems.

Comment: The U.S. EPA concluded in the find federa rule that larger NO, combustion sources,
foss| fud-fired NO, sources serving electric generators with a nameplate capacity greater than twenty-
five (25) megawaits, combustion turbines, or combined cycle units with a maximum design heat input
greater than two hundred fifty million (250,000,000) British therma units per hour, can cost effectively
comply with a mass emissons limit using reasonably available technology and can use continuous
emission monitoring systems. The U.S. EPA aso concluded that sources serving eectric generators
with a nameplate capacity equd to or less than twenty-five (25) megawatts are not in a position to meet
these requirements and that requiring these units to be controlled would not add any sgnificant deta to
ad adae in determining whether it is meeting the NO, emissonslimits. IDEM should adopt the
criteria established by the U.S. EPA and should not require smaler sources to meet the same limitations
and requirements that have been established for much larger sources. (CLP)

Response: Although IDEM had included smdler units in previous draft rule language, the current
draft rule would apply to the same size of boilers, combustion turbines, and combined cycle units as
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those under the NO, SIP call.

Comment: Municipd utilities that may be regulated under the find federd rule are smdl, locdl
businesses with limited revenues that suffer diseconomies of scale when faced with technology-forcing
or other stringent emissions control requirements. Given the public power rolein providing a
competitive dterndive to private utility companies and the responsiveness of municipa sysemsto
community vaues, including environmentd protection, IDEM should consder the role of public power
systemsin the emerging competitive utility industry, address the particular needs and concerns of
municipa systems, and avoid placing these systems at a competitive disadvantage. The diseconomy of
scae will result in afinancia burden and may cause retirement of sdected units. The retirement of
exiging smdler units may result in losses of available cgpacity for summer pesking operations resulting
in aloss of system reiability and the loss of reliability may be exacerbated by the loss of available
generation capability as new technologies are ingtdled during unit outages. IDEM can addressthe
concearns of municipd utilities in the fallowing manner:

»  Exempt utility units under seventy-five (75) megawatts in capacity from NO, emisson controls under
the new rules to control emissons of nitrogen oxides.

» Take action to avoid any disproportionate impact on smadler-szed utility units that are not digible for
the seventy-five (75) megawait exemption, by providing regulatory flexibility and incentives, including
adopting a NO, cap-and-trade program that meets the needs of the smaler units. (IMPA)
Response: IDEM hasincluded utility sources greater than twenty-five (25) megawatts in capacity

gmilar to the federd rule, but the emisson limits included for these sourcesisless stringent than the

federd rule. Although the draft rule does not include a trading program, IDEM has included fuel
switching and emission averaging provisons to provide some flexibility in complying with the rule.

Emissons Trading Programs

Comment: The proposed NO, trading program contemplates an annua redllocation of alowances
three (3) years in advance of the gpplicable ozone season. IDEM should consider dlocating NO,
alowances for more than one (1) ozone season, three (3) yearsin advance. A source s dlocations
may change from year to year with this proposed methodology. Uncertainty over alocation amounts
and availability may make sources decide to ingtal controls rather than participating in atrading market,
even though purchasing alowances may be more cogt-effective. Certainty in having alowances into the
future will provide predictability for sourcesin compliance planning and build confidence in the market,
and to optimize market certainty and viability, alocations should be made for the longest possible
period. Allowances should be dlocated in blocks of at least five (5) seasons, three (3) yearsin
advance. Thiswill provide an eight (8) year compliance planning horizon and yet provide opportunities
for adjustments if new budget levels are established in the future. As an dternative, alocations should
be for a period of ten (10) years, with a new source set-aside to cover emissions for new sources of
NO,. The new sources would receive sufficient alowances to cover actud emissons during the first
three (3) years, and would receive dlowances based on the same methodol ogy as existing sources
thereafter. (HE) (CIN)

Comment: NO, alowance alocations should be based on heet input data. Heat input datais an
eadly understood metric and the data are readily available. Output-based dlocations may be
considered in the future, however, CEM S and monitoring protocols would need to be devel oped prior
to implementing an output-based alowance alocation system and would require arecaculation and
redistribution of al of the NO, budgets. In addition, non-NO, emitting sources would receive an
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unneeded windfal of alowances, while foss| fud-fired sources would be required to make reductions
that could dramaticaly exceed those anticipated in the find federa rule. (HE)(CIN)

Comment: IDEM should congder adopting an alocation methodology that uses emission rate limits
other than the default vaues provided by the U.S. EPA in the find federa rule. By expanding
goplicability, IDEM could increase the limits above the default vaues of fifteen- hundredths (0.15)
pound per million British therma units for electric generating units and seventeen-hundredths (0.17)
pound per million British thermd units for large non-dectric generating units. Thiswould creste more
opportunity for sourcesto over control to generate emission reduction credits and thus stimulate market
activity and lower the overdl cost of compliance. (HE)

Comment: IDEM should consder options for expanding the gpplicability for the NO, budget
trading program. The applicability threshold could be lowered for sources aready in the core group,
for example, lowering the threshold for eectric generators from twenty-five (25) megawatts to fifteen
(15) megawatts or the threshold for industria boilers from two hundred fifty million (250,000,000)
British thermd units per hour to one hundred fifty million (150,000,000) British thermd units per hour.
The agpplicability could be expanded to include additional source categories beyond the sources
identified by the U.S. EPA. The applicability could also be expanded by dlowing individua sourcesto
opt in to the program. The additiona sources would have to be able to monitor and report NO,
emissons using continuous emissons monitors (CEMS) or approved monitoring protocols. There may
be concerns about the costs for smaller sourcesto install CEMS or the ability to make reductions as
cost effectively as larger sources. However, monitoring protocols may be used to estimate emissions,
these additional sources do contribute to the state’'s NO, emissions, and smaler sources may emit NO,
a ahigher rate than larger sources and size done should not be the determining criteria. The
goplicability could be limited by excluding sources with alow enforcegble NO, limit of twenty-five (25)
tons per ozone season. (HE)

Comment: IDEM should not establish an allowance set aside for new sources and should alow the
market place to work. New sources can obtain alowances through the NO, budget trading program.
This has proven to be successful with the acid rain program and will simulate market activity. A new,
regulated source requiring the lega authority to emit NO, would have to obtain sufficient alowances
from the market to cover its 0zone season emissions. The price of dlowances would help the new
source to determine if additiond facility NO, controls are the better option or are market alowances
more cost effective. (HE) (IPL)

Comment: IDEM should not alocate a portion of its trading program budget to promote energy
efficiency and renewable projects. Other incentives, externd to the NO, trading program, may be used
to promote implementation of energy efficiency and renewable projects. (HE)

Comment: IDEM should dlow one-for-one alowance trading without restriction within a multi-state
trading area. In order to maximize the compliance cost reduction potentia afforded by a NO, budget
trading program, maximum flexibility is needed. The agency should not try to restrict dlowance trades
among affected sources. (HE)

Comment: IDEM should dlow broad trading of emission reductions between utility sources and
within utility systemsto the extent that it does not have an adverse impact on atainment. In order to
implement the second part of this concern, impacts on attainment, it may be necessary to dlow trading
of reductions below some leved that would be established by modding donein support of this
rulemaking. Using modeling in thisfashion, IDEM could fashion a practicd rule thet will alow
maximum flexibility to the regulated community, while preserving the necessary localized reductions that
will lead to atainment with the ozone ambient air qudity standard. Attainment with the ozone standard
should be the ultimate god of this rulemaking. (AEP)
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Comment: Effortsto build an emissons credit trading program not only for NO,, but also for al of
the criteria pollutantsis strongly supported.  Such amechanism will help Indiana progress more quickly
toward our state environmental gods by utilizing the power of the free market. The development and
operation of a market system will encourage early reductions of NO, and other pollutants and will assst
sources targeted for NO, reductions in meeting those requirements. An effective emissons trading
program that creates economic incentives and market-based gpproaches will assist dl types of
regulated sources in meeting reduction requirements in current and future nonattainment areas. When
developing the affected NO, source list to be included in the trading program, those sources dready
equipped with best available control technology and those sources where NO, reductions are not
technicaly feasble should be excluded. An emission trading program should have a mechanism for
interstate trading given the ozone transport phenomenom. IDEM should adopt a NO, budget trading
program as part of its strategy for achieving the reductions required under the NO, SIP cdl. The
trading program can be established by incorporating the model trading rule under 40 CFR 96 by
reference or adopting state rules that mirror the mode trading rule with variations and omissonsin the
areas of applicability, NO, alowance dlocation methodology, and early reduction credit methodology.
(IMA) (IPC) (APP) (HE)

Comment: The compliance supplement pool included in the find federd ruleis needlesdy redtrictive
and complex and will not provide utilities needing extensons with avehicle to ddlay ingdlation of
controls where circumstances warrant. IDEM should eiminate the limitation on the number of early
reduction credits that can be generated. By doing so, IDEM will encourage sourcesto usethe
generation of early reduction credits as a prominent feature of their compliance strategy and will
gimulate the market by creating additiona alowances for potentid trading. IDEM should cregte a
limited dlowance pool reserved solely for compliance extensons and alocate these alowances anong
affected units on apro ratabasis, so thet al affected systems have the same ability to defer compliance
deadlines for selected unitsin order to maximize system reliability. Under this approach, sources that
do not need alowances for compliance extensions could sdll these alowances to sources who do,
alowing a greater role for market forcesin addressing reliability concerns. IDEM should dlow credit
for early reduction and deferred compliance and the credits should be distributed on a pro rated basis
and not first come, firgt serve. The find federd rule establishes a compliance supplement pool that can
be used for early reduction credits or deferred compliance, or both. If the poal is oversubscribed, the
use of apro rated basis of distribution will alow applicants to receive an equitable portion of the
allowances. (HE) (CIN)

Comment: The proposed NO, budget trading rule permits unlimited banking of alowances, but
includes flow control provisonsto prevent emissions prospectively from exceeding acceptable levels.
If banked alowances may be subject to a Sgnificant discount shortly before the ozone season in which
they will be used, sources will have an incentive to Ssmply control emissions & their own facilities rather
than participate in the market and take the risk that sufficient allowances will be unavailable to meet
emisson limitsin future years. IDEM should either diminate the flow control provisons or utilize aless
draconian offset ratio than the two (2) to one (1) retio in the fina federd rule. (CIN)

Response: Although IDEM included NO, budget trading rule language in the previous version of the
draft rule, the current draft rule does not include atrading program. IDEM hasincluded options to
dlow for moreflexibility indluding, fud switching and emissions averaging.

Energy Rdiability |ssues

Comment: In thefirst notice, IDEM requested comments about how the rule should address power
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relidbility questions. The grestest risk of power reliability in thefina federa rule results from the
imposition of too stringent of NO, emission limitsin too short of atime. Such aregulaory program
forces too many dectric generating units to be out of service in the spring and fal months, non-pesk
months, to accommodate the retrofit of NO, control technologies. There are three (3) obvious
solutions to the reliability problem:

* Makethe emission limit less draconian o less retrofit controls are necessary, thereby decreasing

the number of units that have to be taken out of service.

» Extend the deadline for achieving the NO, emission limitations achieving the same effect on the

number of unitsthat have to be out of service a one time.

* A combination of less stringent emission limits and deadline extension.

As such, it becomes clear that if IDEM decides thet aless stringent emisson limit for dectric utilitiesis
gopropriate, given costs and benefits issues, then it helps address the reliability questions.

The find federd rule included a compliance supplement pool thet isa step in the right direction to
address the rdliability problem, but there is no indication that it is adequate. A study looked at the
effect of extending the compliance deadline to May 1, 2005 and the results showed that the risk would
be subgtantialy reduced, but not diminated. The compliance supplement pool would only have the
effect of extending the compliance deadline to May 1, 2004 and, as such, would not be sufficient to
reduce the rdiability risks.

Findly, to the extent that NO, emission reductions are imposed on emission sources other than
electric generating units, these actions would have no direct affect on power riability. (IPL)

Response: IDEM is concerned with the rdiability issue and is committed to working with affected
sources to determine the appropriate level of control that is needed to address Indiana s air qudity and
reducing any ozone transport. IDEM believes that the implementation of the reductions should beginin
2003 to assst with the attainment of the one (1) hour ozone standard. However, the draft rule does
contain an emisson limit thet is less sringent then the limit in the NO, SIP call.

Comment: Theair pollution control board should examine the reliability issues concerning this
rulemaking and the environmental implications of rule-induced blackouts or brownouts. Electricity
interruptions could lead to increased use of smaller, more polluting aternatives, such as woodstoves or
portable generators. The interruptions could aso affect pollution control equipment, such as waste
water trestment facilities. The interruptions could dso impact the “... reasonable enjoyment of life and
property”. Indianaresidents could find usdess many of the everyday appliances used in the home, and
other facets of their lives could be impacted. Possible widespread outages attributable to environmental
regulation needs to be considered.

The implementation of the enormous volume of controls by the 2003 deadline is infeasible and would
threaten the rdliability of power suppliesin the midwest and other regions. Sixty-eight percent (68%) of
the generating units in the Ozone Transport Assessment Group region would be required to ingtall
selective catdytic reduction (SCR) and, for some sources, SCR ingtdlation will take three (3) to four
(4) years on average and substantid delays are possible. The multiple construction outages required for
ingalation of controls are likely to strain reserve eectrical capacity to the point where widespread
service interruptions are unavoidable, if unredistic compliance dates and a non-viable trading program
exigs. Even with very optimistic growth factors there could be brownouts and rolling blackouts for
close to five hundred (500) hours during each year that controls are being retrofitted. (CIN) (IPL)

Response: IDEM agrees thet the rdiability issue isimportant and will be working with individuas
and affected sources to try to find dternatives that will reduce concerns about reliability.
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Early Emisson Reduction Incentives

Comment: IDEM requested comments concerning what incentives can be provided for early
reductions. One (1) form of incentive can be to diminate dis-incentives, such as adminigtrative delays
for the ingtdlation of NO, control technologies. IDEM should review and diminate these delays
whether in the form of construction permits, operating permit revisions, or other approvas by IDEM or
locd agencies.

If other incentives are envisioned, they must be true incentives. There are substantia capital and
operation and maintenance cogts for the installation and subsequent operation of NO, controls.
Operating cogts will be very high due to consumptive use of anmoniaor ureaand due to the repid
poisoning of the catalyst due to high sulfur fud use. Assuch, any operationa use of the equipment prior
to the May 1, 2003, compliance deadline will need to overcome the economic detriment to the owners
and operators. (IPL)

Response: IDEM agrees that the dimination of disincentives and the development of true incentives
areimportant. During further discussion of rule development, IDEM will be seeking additiond
information concerning incentives and disincentives that should be evauated. IDEM will work with
affected sources, the U.S. EPA, and the public to assure that preconstruction reviews are at an
appropriate level and do not create unwarranted delays in the ingalation of pollution contral
technology.

Seasona Approaches

Comment: IDEM requested comment on how seasona approaches can be used. Asthe clearly
stated purpose of the rule isto reduce ozone and ozone is only produced during the so-called ozone
season, May 1 through September 30, there is clearly no purpose under the rule to impose extra NO,
emission limits beyond the ozone season.  Given the substantial operation and maintenance costs
imposed by these NO, retrofit technologies, there would be no ozone reduction benefits achieved for
the costs. (IPL)

Response: IDEM agrees. The purpose of this rulemaking is to identify NO, reductions that are
necessary to assst with the attainment of the ozone standard in Indiana and address any ozone
transport that may be present. Since the formation of ozone is dependent on certain weather conditions
that generdly only occur in the summer months, this is when the reductions will be critical.

REQUEST FOR PUBLIC COMMENTS
This notice requests the submission of comments on the draft rule language, including suggestions for

specific revisons to language to be contained in the draft rule. Mailed comments should be addressed
to:

#98-235(APCB)[NO, Reductions]

Janet McCabe

Assgtant Commissioner

Office of Air Management

Indiana Department of Environmental M anagement

P.O. Box 6015

Indianapolis, Indiana 46206-6015.
Hand ddivered comments will be accepted by the receptionist on duty at the tenth floor reception desk,
Office of Air Management, 100 North Senate Avenue, Indianapolis, Indiana, Monday through Friday,
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between 8:15 am. and 4:45 p.m.

Comments may be submitted by facsmile at the IDEM fax number: (317) 233-2342, Monday
through Friday, between 8:15 am. and 4:45 p.m. Please confirm the timely receipt of faxed comments
by cdling the Rules Development Section at (317) 233-0430.

COMMENT PERIOD DEADLINE
Comments must be postmarked, hand delivered, or faxed by March 1, 2000.

Additiond information regarding this action may be obtained by caling (800) 451-6027 (in Indiana),
press 0, and ask for Roger Letterman, Rules Development Section, Office of Air Management, (or
extension 2-8342) or dial (317) 232-8342.

DRAFT RULE
SECTION 1. 326 IAC 10-0.5ISADDED TO READ ASFOLLOWS:

326 | AC 10-0.5-1 Definitions
Authority: 1C 13-14-8; IC 13-17-3-4; 1C 13-17-3-11
Affected: 1C 13-15; IC 13-17

Sec. 1. For purposes of thisarticle, the definition given for aterm in thisarticle shall
control in any conflict between 326 IAC 1-2 and thisrule. In addition to the definitions
provided in IC 13-11-2 and 326 IAC 1-2, the following definitions apply throughout thisarticle,
unless expressly stated otherwise:

(2) " Actual emissions’ means a facility's actual emissonsfor the baseline year.

(2) " Affected facility" meansany facility described in 326 IAC 10-1-1(a)(2) or 326 IAC 10-

1-1(a)(3).

(3) " Affected source" means any source described in 326 |AC 10-1-1(a)(1).

(4) "Basdlineyear" meansthe following:

(A) For the purpose of 326 |AC 10-1, the most recent calendar year prior to June 12,
1996 for which available data are complete, accurate, and r epr esentative of normal

oper ations.

(B) For the purpose of 326 | AC 10-2, the most recent calendar year prior to the effective
date 326 |AC 10-2 for which available data are complete, accur ate, and r epr esentative
of normal operations.

(5) “Blast furnace gas’ means a by-product gas of iron manufacturing at blast furnaces.

Thegasis cleaned to minimize the particulate content prior to combustion in equipment

such as boilersand furnaces.

(6) “Boiler” means an enclosed fossil or other fue-fired combustion device used to produce

heat and to transfer heat to recirculating water, sseam, or other medium.

(7) " Clinker" meansa product produced in a portland cement kiln which isthen

proportioned with additives and ground into a fine powder called portland cement.

(8) " Coal" meansall solid fuels classified as anthracite, bituminous, sub-bituminous, or

lignite by the American Society of Testing and Materials (ASTM) Designation D 388-95*.

(9) " Coal-fired steam generating unit" meansa facility or unit that, for the purpose of fuel

switching in thisrule, derived ninety percent (90%) or more of itstotal heat input from
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combustion of coal in the baseline year.
(10) “Coke oven gas’ means a by-product gas of coke manufacturing. The gasmay or may
not be desulfurized prior to combustion in equipment such asboilersor heaters.
(11) “Combined cycle system” means a system comprised of one (1) or more combustion
turbines, heat recovery steam generators, and steam turbines configured to improve
overall efficiency of eectricity generation or steam production.
(12) “Combustion turbine” means an enclosed fossil or other fuel-fired devicethat is
comprised of a compressor, a combustor, and a turbine, and in which the flue gas resulting
from the combustion of fuel in the combustor passes through the turbine, causing the
turbine shaft to rotate.
(13) “Contral period” meansthe period beginning May 1 of a year and ending on
September 30 of the same year, inclusive.
(14) " Digtillate oill" meansfud oil that contains five-hundredths (0.05) weight per cent or
less nitrogen and complies with the specifications for fuel oil number 1 or 2 asdefined by
ASTM D 396-92*, Standard Specificationsfor Fud Oil.
(15) " Dry bottom boiler”™ meansaboailer that has a furnace bottom temperature below the
ash melting point and from which the bottom ash isremoved asa solid.
(16) “Electricity generating unit (EGU)” means a boiler, combustion turbine, or combined
cycle system that is constructed for the purpose of supplying morethan one-third (&) of its
potential electric output capacity and morethan twenty-five (25) megawatts of electric
output to any utility power distribution system for sale.
(17) " Gas' meansthefollowing:
(A) For the purpose of 326 |AC 10-1, natural gas.
(B) For the purpose of 326 |AC 10-2, the following:

(i) Propane.

(i) Natural gas.

(iii) Coke oven gas

(iv) Blast furnace gas.

(v) Landfill gas.

(vi) Refinery gas

(vii) Any combination of items (i) through (vi).
(18) " Indudtrial, commercial, or institutional steam generating unit" meansa device or unit
that produces sseam or hot water primarily to supply power, heat, or hot water to any
industrial, commercial, or ingtitutional operation, including boilers used by eectric utilities
that are not utility sseam generating boilers.
(19) “Landfill gas” meansthe gas generated by the decomposition of organic waste
deposited in a municipal solid waste landfill or derived from the evolution of organic
compoundsin the waste.
(20) " Natural gas' meansa naturally occurring mixture of hydrocarbon and non-
hydr ocar bon gases originally obtained from geologic formations beneath the earth's
surface, of which the principal constituent is methane.
(21) " Nitrogen oxides" or "NO," meansall oxides of nitrogen including, but not limited to,
nitrogen oxide and nitrogen dioxide, but excluding nitrous oxide, collectively expressed as
nitrogen dioxide.
(22) " Oil" meanscrudeail or petroleum, or liquid fud derived from crude oil or petroleum,
and includes digtillate oil and residual oil.
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(23) " Oil-fired steam generating unit" means a facility or boiler that, for the purpose of fud
switching in thisrule, derived ninety percent (90%) or more of itstotal heat from
combustion of oil in the baseline year.
(24) " Operating day" means a twenty-four (24) hour period between midnight (12 am.) and
the following midnight during which any facility combusts fud or produces intermediate or
final products. It isnot necessary for the facility to operate continuoudly for the entire
twenty-four (24) hour period.
(25) “Overfeed stoker” meansa boiler design that employs a moving grate assembly
wherethe coal isfed into a hopper and then onto a continuous grate that conveys the coal
into the furnace. As coal moves through the furnace, it passes over several air zonesfor
staged burning.
(26) " Owner or operator” means any person who owns, leases, controls, oper ates, or
supervises any sour ce subject tothisrule.
(27) " Portland cement dry preheat processkiln" meansareaction vessel that receives
dried raw material from a preheater and calcinesand sintersthedried raw material into a
product called cement clinker.
(28) " Portland cement long dry kiln" means areactive vessel that dries, calcines, and
sintersraw materialsinto a product called portland cement clinker.
(29) " Portland cement plant” means any facility that manufactures portland cement by
either thewet or dry process.
(30) " Potential emissions’ meansa facility's potential emissions as defined in
326 IAC 1-2-55 for the baseline year.
(31) “Propane’ means a heavy, flammable, gaseous, par affin hydrocarbon, C;Hg, found in
crude petroleum and natural gas and used especially asfuel and in chemical synthesis.
(32) “Refinery gas’ meansa gasthat isgenerated at a petroleum refinery and that is
combusted in equipment such as process heatersand boilers. Therefinery gas does not
include gas generated by catalytic cracking units, generators and fluid coking burnersand
gases generated by arefinery process unit during start-up, shut-down, and upset or
malfunction conditions.
(33) "Residual oil" means crude oil and fud oil that do not comply with the specifications
under the definition of digtillate oil, and all fud oil numbers 3, 4, and 6 as defined by ASTM
D 396-92*, Standard Specificationsfor Fud Oils.
(34) " Spreader stoker” meansa boiler design where mechanical or pneumatic feeders
distribute coal uniformly over the surface of a moving grate.
(35) " Tangentially-fired boiler” meansa boiler that has coal and air nozzles mounted in
each corner of the furnace wherethe vertical furnace walls meet. Both pulverized coal and
air aredirected from the furnace cornersalong a linetangential toacirclelyingin a
horizontal plane of the furnace.
(36) " Thirty (30) day rolling average’ means an emission rate calculated each operating
day by averaging all the preceding thirty (30) successive oper ating days aver age emission
rates.
(37) “Unit” means, for the purpose of 326 IAC 10-2, one (1) of the following:

(A) A bailer.

(B) A combustion turbine.

(C) A combined cycle system.
(38) " Utility steam generating unit" means any facility or unit that is constructed for the
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purpose of supplying more than one-third (&) of its potential eectric output capacity and
mor e than twenty-five (25) megawatts of electric output to any utility power distribution
system for sale. Any steam supplied to a steam distribution system for the pur pose of
providing steam to a steam-electric generator that would produce electric energy for saleis
also considered in determining the electric ener gy output capacity of the affected facility.
(39) "Wall-fired boiler” meansaboiler that has pulverized coal burnersarranged on the
wall of the furnace. The burnershave discrete, individual flamesthat extend
perpendicularly into the furnace ar ea.

(40) "Wet bottom boiler” meansa boiler that has a fur nace bottom temper ature above the
ash mdting point and from which the bottom ash isremoved asa liquid.

*Copies of the Code of Federal Regulations (CFR) and American Society of Testing and
Materials Designation (ASTM) D 388-95 (January 15, 1995) and ASTM D 396-92 (October
15, 1992) referenced in thisrule may be obtained from the Government Printing Office,
Washington, D.C. 20402 or are availablefor copying at the Indiana Department of
Environmental M anagement, Office of Air Management, Indiana Gover nment Center-North,
Tenth Floor, 100 North Senate Avenue, I ndianapolis, | ndiana 46204. (Air Pollution Control
Board; 326 IAC 10-0.5-1)

SECTION 2. 326 IAC 10-1-1 ISAMENDED TO READ ASFOLLOWS:
Rule 1. Nitrogen Oxides Control in Clark and Floyd Counties

326 |AC 10-1-1 Applicability
Authority: 1C 13-14-8; IC 13-17-3-4; 1C 13-17-3-11; I1C 13-17-3-12
Affected: 1C 13-15; 1C 13-17

Sec. 1. (a) Emissions of nitrogen oxides (NO,) from facilities located in Clark or Floyd County shall
be controlled as follows unless dternative limitations and requirements have been established in a Part
70 permit in accordance with 326 IAC 2-7-24. Any proposal to establish an dternative limitation or
requirement other than the streamlining of multiple requirements shdl be in accordance with section
4(c)(1) of thisrule:

(1) Any gationary source located in Clark or Floyd County that exists on or before the effective

date of this rule and that emits or has the potentia to emit greater than or equa to one hundred (100)

tons per year or more of NO, from al facilities at the source shdl apply reasonable available control

technology (RACT) as st forth inthisrule.

(2) Any facility thet exists on or before the effective date of this rule that has the potential to emit

NO, greater than or equal to forty (40) tons per year and that is located at a source that emits or has

the potentia to emit NO, greater than or equa to one hundred (100) tons per year, shal comply

with the applicable provisons of thisrule.

(3) Facilities requiring a permit under 326 IAC 2 that are constructed, modified, or reconstructed

after the effective date of this rule and to which anew source performance standard (NSPS) does

not gpply shall comply with this rule or best available control technology (BACT), whichever ismore
gringent.

(b) Unless emissions have been limited in accordance with subsection (c), the emission limitations
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edablished in section 4 of this rule shdl apply to the following facilities at sources meeting the
requirements of subsection (a)(1):
(1) Each dectric utility steam generating unit of the type listed in section 4(b)(2) of this rule with heet
input capacity greater than or equa to two hundred fifty (250) million Btu per hour.
(2) Each indugtrid, commercid, or indtitutiond steam generating unit of the type listed in section
4(b)(3) of thisrule with heat input capacity greeter than or equa to one hundred (100) million Btu
per hour.
(3) Each portland cement long dry kiln with production capacity greater than or equa to twenty (20)
tons of clinker per hour.
(4) Each portland dry preheat process kiln with production capacity grester than or equa to twenty
(20) tons of clinker per hour.
(5) Any other type of facility that emits or has the potentid to emit NO, greater than or equd to forty
(40) tons per year.

(o) A fadility identified in subsection (b) shal not be subject to the emissons limits of section 4 of this
ruleif the source's actua emissions have been limited to below one hundred (100) tons per year
through federdly enforceable production or capacity limitationsin an operating permit in accordance
with section 3(2) of thisrule and 326 IAC 2-8 on or before December 14, 1996.

(d) A facility that exists on or before the effective date of thisrule that is subject to a NSPS under 40
CFR 60* that affects emissions of NO, isnot subject to thisrule.

(e) Beginning May 1, 2003 and each year thereafter, a facility that issubject to thisrule
and 326 IAC 10-2 shall comply with the more stringent rule during the control period.

*Copies of 40 CFR 60, New Source Performance Standards for New Stationary Sources, may be
obtained from the Government Printing Office, Washington, D.C. 20402 are available for copying at
the Indiana Department of Environmental Management, Indiana Government Center-North, 100 North
Senate Avenue, Indianapoalis, Indiana 46204-2220. (Air Pollution Control Board; 326 IAC 10-1-1;
filed May 13, 1996, 5:00 p.m.: 19 IR 2869; filed Apr 22, 1997, 2:00 p.m.: 20 IR 2370)

SECTION 3. 326 IAC 10-2 ISADDED TO READ ASFOLLOWS:
Rule 10-2. Nitrogen Oxide Reduction Requirements

326 |AC 10-2-1 Applicability
Authority: 1C 13-14-8; 1C 13-17-3-4; IC 13-17-3-11
Affected: 1C 13-15; 1C 13-17

Sec. 1. (a) Thisruleappliesasfollows:
(1) An dectricity generating unit serving a generator with a nameplate capacity greater
than twenty-five (25) megawatts shall comply with all of the following:
(A) Theemisson limitsunder section 2(a) of thisrule.
(B) The monitoring and testing requirements under section 4 of thisrule.
(C) Therecord keeping and reporting requirementsunder section 5 of thisrule.
(2) Anindustrial, commercial, ingtitutional steam generating unit, that has heat input
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capacity greater than two hundred fifty million (250,000,000) Btu per hour shall comply with
all of thefollowing:
(A) The emisson limitsunder:
(i) section 2(b) of thisrule, if the unit combusts only one (1) fuel; or
(i) section 2(c) of thisrule, if the unit combusts morethan one (1) fuel smultaneousy
at any time during the control period.
(B) The monitoring and testing requirements under section 4 of thisrule.
(C) Therecord keeping and reporting requirements under section 5 of thisrule.

(b) Therequirementsof thisrule shall not apply to the following:
(1) A unit under subsection (a) that:
(A) operatesunder afederally enfor ceable per mit; and
(B) the permit includesterms and conditionsthat restrict the unit’s nitrogen
oxides (NO,) emissionsto lessthan or equal to twenty-five (25) tons during the control
period of each year.
(2) An dectricity generating unit serving a generator with a nameplate capacity lessthan or
equal to twenty-five (25) megawatts.
(3) Anindustrial, commercial, ingtitutional steam generating unit, that has heat input
capacity lessthan or equal to two hundred fifty million (250,000,000) Btu per hour.
(Air Pollution Control Board; 326 IAC 10-2-1)

326 | AC 10-2-2 Emissonslimits
Authority: 1C 13-14-8; I1C 13-17-3-4; I1C 13-17-3-11
Affected: 1C 13-15; IC 13-17

Sec. 2. (a) Except as provided in section (3) of thisrule, the owner or operator of an
electricity generating unit serving a generator with a nameplate capacity greater than twenty-
five (25) megawatts shall not allow NO, emissons greater than twenty-five hundredths (0.25)
pound per million British thermal units (Btu) during the control period of each year beginning
in 2003.

(b) Except as provided in section (3) of thisrule, the owner or operator of an industrial,
commercial, ingtitutional steam generating unit, that has heat input capacity greater than two
hundred fifty million (250,000,000) Btu per hour shall not allow NO, emissions greater than
the following during the control period of each year beginning in 2003:

Unit Type Fud Type EmissionsLimit
(Ib/million Btu input)

Coal fired (non-fluidized bed Coal 0.4

combustion)

Coal fired (fluidized bed combustion) Coal 0.35

Oil fired Distillate oil 0.2
Residual oil 0.3

Gasfired Gas 0.2
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(c) Each unit listed in subsection (b) that smultaneousy combusts a mixture of coal, ail, or
gasat any time during the control period of any year beginning in 2003 shall comply with
emissions limits determined by the following equation:

E=(AXE1+BxE2+CxE3)/(A+B+C)
Where: E =the NO, limit expressed as pounds per million Btu.

A = heat input in million Btu from combustion of coal.

B = heat input in million Btu from combustion of ail.

C = heat input in million Btu from combustion of gas.

E1 =applicable emissonslimit in subsection (b) in pounds per million Btu for coal.

E2 =applicable emissons|limit in subsection (b) in pounds per million Btu for ail.

E3 =applicable emission limit in subsection (b) in pounds per million Btu for gas.

(d) An owner or operator that intendsto combust a fue other than coal, ail, or gasat any
time during the control period of any year beginning in 2003 may submit a request for a
determination of an allowable emission ratein pounds per million Btu. Therequest shall be
submitted to the department for approval and incor poration into the source' s oper ating per mit
in accor dance with the applicable proceduresin 326 |AC 2 and shall be submitted two hundred
seventy (270) daysprior to May 1, 2003 and one hundred twenty (120) days prior to using the
fuel or fuelsafter May 1, 2003. Therequest shall include the following:

(2) A description of the fuelsto be combusted.

(2) Composition of the fuels, including nitrogen content.

(3) Uncontrolled emissions rate in pounds per million Btu, including method of estimation.

(4) A proposed emission rate in pounds per million Btu that providesthat the emissonsare

controlled:

(A) by sixty percent (60%) from uncontrolled emissons; or

(B) if the sour ce can demonstrate that a sixty percent (60%) reduction in not reasonably
achievable, an alternative level with the application of reasonably achievable control
technology (RACT).

(5) Documentation that the emission rate will be consistently achieved at various control

measur e and unit oper ating conditions such asloads, combustion temper atur e, and excess

air.

(e) Emissions limits shall be complied with on a thirty (30) day rolling aver age basis. (Air
Pollution Control Board; 326 IAC 10-2-2)

326 |AC 10-2-3 Compliance procedures
Authority: 1C 13-14-8; IC 13-17-3-4; IC 13-17-3-11
Affected: IC 13-15; IC 13-17

Sec. 3. (&) Compliance with thisrule shall be achieved in accor dance with one (1) of the
following:
(2) Complying with the emissionslimitsin section 2 of thisrulefor each unit.
(2) For industrial, commercial, ingtitutional sseam generating units subject to thisrule, the
owner or operator may comply with an emissonslimit based on a fuel switching program.
Provisions applicable to fuel switching are asfollows:
(A) Fud may be switched asfollows:
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(i) A coal fired steam generating unit may combust oil, gas, or a smultaneous
combination of oil and gas during the control period. The steam generating unit shall
comply with the applicable limit for coal combustion during the control period.
(i) An ail fired steam generating unit may combust oil with a lower NO, emitting
potential, gas, or a smultaneous combination of oil and gas during the control period.
The steam generating unit shall comply with the applicable limit for oil combustion
during the control period.
(B) The owner or operator shall prepareafue switching plan addressing the following
information and submit the plan to the department in accor dance with subsection (b):
(i) Datethe plan will be implemented.
(i) Identification of each steam generating unit to be included in the fud switching
program.
(iii) For each steam generating unit in the fuel switching program the following
information:
(AA) Type of steam generating unit.
(BB) Fuesthat are currently combusted and those that will be combusted under the
plan.
(CC) Emission ratefor each fudl, including bas's, expressed as pounds per million
British thermal unit (Ib/mmBtu), and the amount of heat that will be derived from
each fuel, expressed as million Btu (mmBtu).
(DD) Period of time during the control period in which each fud shall be used.
(EE) A demonstration that the fuel Btu weighted average emissionsrate shall not
exceed the applicable emissions limit using the following equation:
EL=(E1xH1+E2xH2+.)/(H1+H2+..)
Where: EL = applicable emissionslimit, expressed in pounds per million Btu.

E1l, E2.. = emission rateof alternativefuelsl, 2, etc., expressed in pounds
per million Btu.
H1,H2,... = amount of heat derived from alternative fuels 1, 2, etc.,

expressed in million Btu per year.
(FF) Monitoring and record keeping procedures.
(GG) Proceduresthat shall be used to demonstrate compliance with the emissions
limitsduring the fuel switching period.
(3) Instead of complying with the emissions limitsin section 2 of thisrule on a unit-by-unit
basis, the owner or operator subject to thisrule may comply with an emission limit based on
an approved emissions aver aging plan. The emissons averaging plan shall providethe
following:
(A) All the sour ces and units participating in the averaging plan are located in I ndiana
and under the control of the same owner or operator.
(B) Each unit included in an averaging plan shall have an alter native contempor aneous
emission limitation and can only be included in one (1) averaging plan.
(C) Each unit included in an averaging plan shall have the following:
(i) If the unit has an alter native contempor aneous emission limitation more stringent
than the unit’s applicable emission limitation under section 2 of thisrule, a minimum
heat input value.
(i1) If the unit has an alter native contempor aneous control period emission limitation
less stringent than the unit’s applicable emission limitation under section 2 of thisrule,
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a maximum heat input value.
(D) The Btu-weighted average emission rate for the unitsin an averaging plan shall be
lessthan or equal to the Btu-weighted average emission rate for the same units had the
units each been operated, during the same period of time, in compliance with the
applicable emission limitationsin section 2 of thisrule.
(E) In order to demonstrate that the proposed plan is consistent with clause (D), the
alter native contempor aneous emission limitations and heat input values assigned to the
unitsin the proposed averaging plan shall meet the following:

n n
a (R HL & (R HI)
i=1 . £ i=1 .
o] o]
a Hi a Hi
i=1 i=1
where:
R, = Alternative contemporaneous emission limitation for unit i, in lo/mmBtu, as
specified in the averaging plan.
R, = Applicable emisson limitation for unit, in Ilb/mmBtu, as specified in section 2 of
thisrule.
HI; = Heat input for unit i, in mmBtu, as specified in the averaging plan.
n = Number of unitsin the averaging plan.

(F) When an averaging plan, or arevision to an approved averaging plan, is not
approved, the owner or operator of each unit in the plan shall operate the unit in
compliance with the emission limitation in section 2 of thisrule that would apply in the
absence of the averaging plan, or revision to a plan.
(G) A complete averaging plan shall include the following:

(i) 1dentification of each unit to beincluded under the plan.

(i) Each unit’s applicable emission limitation in section 2 of thisrule.

(iii) The alter native contempor aneous emission limitation for each unit, in Ib/mmBtu. If

any of the unitsidentified in the averaging plan utilize a common stack, the same

alternative contempor aneous emission limitation shall be assigned to each unit and

different heat input limits may be assigned.

(iv) The heat input assgned to each unit, in [lb/mmBtu.

(V) The calculation in clause (E).

(vi) Thecontrol periodsfor which the plan will bein effect.

(vii) The provisons of clause (1), (J), or (K).

(viil) The method or methodsto be used to determine NO, emissions and emissions

averaging.

(ix) Identification of any measures necessary to control NO, emissions.
(H) Each unit in an approved averaging plan isin compliance with the emission limitation
under the plan only if the requirementsin clause (1) or (J) are met.
(I For each unit, the unit’sactual average emission rate, in Ilb/mmBtu, islessthan or
equal to the unit’s alter native contempor aneous emission limitation in the averaging plan
and the following:

(i) For each unit with an alter native contempor aneous emission limitation less stringent
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than the applicable emisson limitation in section 2 of thisrule, the actual heat input
does not exceed the heat input in the averaging plan.
(il) For each unit with an alter native contemporaneous emission limitation more
stringent than the applicable emission limitation in section 2 of thisrule, the actual
heat input isnot lessthan the heat input in the averaging plan.
(J) If one (1) or more of the units does not meet the requirements under clause (1), the
owner or operator shall demonstrate that the actual Btu-weighted aver age emission rate
for the unitsin the plan islessthan or equal to the Btu-weighted emission rate for the
same units had they each been operated, during the same period of time, in compliance
with the applicable emission limitation in section 2 of thisrule asfollows:
() A group showing of compliance shall be made based on the following equation:

A (R HL) & (R’ HI)
i=1 i=1

n £ n

[o] (o]

a Hl. a Hl.

i=1 i=1
where

R, = Actual average emission rate for unit i, in Ib/mmBtu.
R, = Applicable emission limitation for unit i, as specified in section 2 of thisrule.
HI, = Actual heat input for unit i, in mmBtu.
n = Number of unitsin the averaging plan.
(ii) For unitswith an alter native emission limitation, R;; shall equal the applicable
emission limitation under section 2 of thisrule, not the alter native emission
limitation.
(K) If thereisa successful group showing of compliance under clause (J), then all the
unitsin the averaging plan shall be deemed to be in compliance with the units' alternative
contempor aneous emission limitations and heat input limitsunder subdivision (1).

(b) An owner or operator who electsto comply with an emission limit based on a fuel
switching plan developed in accor dance with subsection (a)(2) or an emissions averaging plan
developed in accor dance with subsection (a)(3) shall submit the plan to the department for
approval and incorpor ation into the sour ce' s operating permit in accor dance with the
applicable proceduresin 326 IAC 2. The owner or operator shall submit an initial plan two
hundred seventy (270) days prior to May 1, 2003. An initial plan to be implemented after
May 1, 2003 and any revisionsto an approved plan shall be submitted one hundred twenty
(120) days prior to implementation of the plan or plan revision.

(c) Thedepartment may require verification of the emissonsrates used by the owner or
operator in this section using the quality assurance and data validation proceduresunder 40
CFR 60* or 40 CFR 75* and 40 CFR 76.11*, as applicable.

*Copies of the Code of Federal Regulations (CFR) referenced in thisrule may be obtained

from the Gover nment Printing Office, Washington, D.C. 20402 or are availablefor copying at
the Indiana Department of Environmental Management, Office of Air Management, Indiana
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Government Center-North, 100 North Senate Avenue, I ndianapolis, I ndiana 46204. (Air
Pollution Control Board; 326 IAC 10-2-3)

326 | AC 10-2-4 Monitoring requirements
Authority: I1C 13-14-8; IC 13-17-3-4; I1C 13-17-3-11
Affected: IC 13-15; IC 13-17

Sec. 4. Beginning with the control period in 2003, any owner or operator of an eectricity
generating unit serving a generator with a nameplate capacity greater than twenty-five (25)
megawatts or an industrial, commercial, institutional steam generating unit, that has heat
input capacity greater than two hundred fifty million (250,000,000) Btu per hour shall monitor
NO, emissonsduring the control period of each year usng a NO, continuous emissons
monitor system (CEM S) to demonstr ate compliance with the applicable emission limit as
follows:

(2) For unitssubject to acid rain program requirementsunder 40 CFR 72 through 78*, a

NO, CEMSthat meetstherequirements of 40 CFR 75* and 326 IAC 3, asapplicable.

(2) For unitsnot subject to acid rain program requirementsunder 40 CFR 72 through 78*, a

NO, CEM Sthat meetsthe applicable requirements of 40 CFR 60, Subpart A*, and 40 CFR

60, Appendix B*, and complieswith the quality assurance procedur es specified in 40 CFR

60, Appendix F* and 326 |AC 3, as applicable.

The CEM S shall be operated and maintained in accor dance with an on-site CEM S operating
plan that meetstherequirementsunder 326 IAC 3-5-4. The CEM S operating plan shall be
made available to the department and the U.S. EPA upon request.

*Copies of the Code of Federal Regulations (CFR) referenced in thisrule may be obtained
from the Gover nment Printing Office, Washington, D.C. 20402 or are available for copying at
the Indiana Department of Environmental Management, Office of Air Management, Indiana
Government Center-North, 100 North Senate Avenue, I ndianapolis, I ndiana 46204. (Air
Pollution Control Board; 326 IAC 10-2-4)

326 | AC 10-2-5 Record keeping and reporting
Authority: 1C 13-14-8; IC 13-17-3-4; IC 13-17-3-11
Affected: IC 13-15; IC 13-17

Sec. 5. (a) Beginning with the control period in 2003, any owner or operator of a unit subject
to section 2 of thisrule, shall comply with the following record keeping requirements:

(1) The owner or operator shall maintain all records necessary to demonstrate compliance
with thisrule on sitefor a period of five (5) years. Therecords shall be made availableto
the department or the U.S. EPA upon request. The owner or operator shall maintain
recor ds of the following infor mation for each day the unit is operated during the ozone
season:

(A) ldentification and location of each unit subject to the requirements of thisrule.

(B) Calendar date of record.
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(C) Thenumber of hoursthe unit is operated during each day including sartups,
shutdowns, malfunctions, and the type and duration of maintenance and repairs.
(D) If applicable, date and results of each ingpection of the following:
(i) Air pollution control equipment used for compliance with thisrule.
(i) The CEM S or any components ther eof.
(E) If applicable, a summary of any corrective maintenance taken on the following:
(1) Air pollution control equipment used for compliance with thisrule.
(i) The CEM S or any components ther eof.
(F) If applicable, identification of time periods:
(i) during which NO, standar ds ar e exceeded, the reason for the exceedance, and
action taken to correct the exceedance and to prevent similar future exceedances; and
(i) except for unitsthat apply 40 CFR 75* data substitution procedures, for which
oper ating conditions and pollutant data wer e not obtained, including reasonsfor not
obtaining sufficient data and a description of corrective actionstaken.
(G) Data, as necessary, to deter mine compliance with the emission limitationsin this
rule.
(2) The owner or operator of multiple sources may submit arequest to the department that
recor ds be maintained at a centralized location as follows:
(A) The owner or operator shall be notified in writing of the approval or disapproval of
the request.
(B) Therecords may be maintained at the centralized location upon receipt of the written
approval of therequest.

(b) The owner or operator shall comply with the following reporting requirements:
(1) By January 1, 2003, submit to the department the following infor mation:
(A) Theidentification number and type of each unit subject to thisrule.
(B) The name and address of the plant wherethe unit islocated.
(C) Thename and telephone number of the person responsble for demonstrating
compliance with this section.
(D) If applicable, identification of the compliance options under section 3(a) of thisruleto
be used.
(2) Submit excess emissions reportsduring the control period of each year tothe
department, beginning in 2003 and each year thereafter, and including the following:
(A) Unit identification.
(B) Theday or days of occurrences.
(C) Emission ratein Ib/mmBtu.
(D) Reason for the exceedances and corrective action taken, if any.
Thereport shall be postmarked or hand delivered to the department within thirty (30) days
of an occurrence.

*Copiesof the Code of Federal Regulations (CFR) referenced in thisrule may be obtained
from the Government Printing Office, Washington, D.C. 20402 or are availablefor copying at
the Indiana Department of Environmental Management, Office of Air Management, Indiana
Government Center-North, 100 North Senate Avenue, I ndianapolis, I ndiana 46204. (Air
Pollution Control Board; 326 IAC 10-2-5)
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SECTION 4. 326 IAC 21-1-1 ISAMENDED TO READ ASFOLLOWS:

326 IAC 21-1-1 Incorporation of federal regulations
Authority: IC 13-14-8; IC 13-17-3-4; IC 13-17-3-11
Affected: I1C 13-15; IC 13-17

Sec. 1. (@) Theair pollution control board incorporates by reference the provisons of 40 CFR 72
through 40 CFR 78, 61 FR 59142, 61 FR 67111, 61 FR 68821, and 62 FR 3463*, 62 FR 55461
(October 24, 1997), 63 FR 18837 (April 16, 1998), 63 FR 57498 through 63 FR 57514
(October 27, 1998) and 63 FR 68400 (December 11, 1998)* for purposes of implementing an acid
rain program that meets the requirements of Title IV of the Clean Air Act and to incor por ate
monitoring, record keeping, and reporting requirementsfor nitrogen oxide emissonsto
demonstrate compliance with nitrogen oxides emission reduction requirements.

(b) Theterm "permitting authority” shal mean the commissioner of the department of environmenta
management, and the term "adminigtrator” shal mean the adminidrator of the U.S. EPA.

(¢) If the provisions or requirements of 40 CFR 72 through 40 CFR 78, 61 FR 59142, 61 FR
67111, 61 FR 68821, and 62 FR 3463*, 62 FR 55461 (October 24, 1997), 63 FR 18837 (April
16, 1998), 63 FR 57498 through 57514 (October 27, 1998) and 63 FR 68400 (December 11,
1998)* conflict with or are not included in the provisons of 326 IAC 2-7 and 326 IAC 2-8, the
provisions and requirements of 40 CFR 72 through 40 CFR 78, 61 FR 59142, 61 FR 67111, 61 FR
68821, and 62 FR 3463*, 62 FR 55461 (October 24, 1997), 63 FR 18837 (April 16, 1998), 63
FR 57498 through 63 FR 57514 (October 27, 1998) and 63 FR 68400 (December 11, 1998)*
shall apply and take precedence.

*Copies of the Code of Federa Regulations (CFR) and the Federd Register (FR) referenced may
be obtained from the Government Printing Office, Washington, D.C. 20402 and are available for
copying at the Indiana Department of Environmental Management, Office of Air Management, Indiana
Government Center-North, 100 North Senate Avenue, Tenth Floor East, Indianapolis, Indiana 46204.
(Air Pollution Control Board; 326 IAC 21-1-1; filed May 25, 1994, 11:00 a.m.: 17 IR 2283; filed
Dec 1, 1997, 4:30 p.m.: 21 IR 1285)

SECTION 5. THE FOLLOWING ARE REPEALED: 326 IAC 10-1-2.

Notice of First Meeting/Hearing

Under 1C 4-22-2-24, |C 13-14-8-6, and I C 13-14-9, notice is hereby given that on April 13,
2000 at 1:00 p.m., at the Indiana Government Center-South, 402 West Washington Street,
Conference Center Auditorium, Indianapolis, Indiana, the Air Pollution Control Board will hold
a public hearing on new rules, 326 IAC 10-0.5-1 and 326 IAC 10-2, amendments to 326 IAC 10-
1-1 and 326 IAC 21-1-1 and the repeal of 326 IAC 10-1-2.

The purpose of this hearing is to receive comments from the public prior to preliminary
adoption of these rules by the board. All interested persons are invited and will be given
reasonable opportunity to express their views concerning the proposed new rules. Oral
statements will be heard, but for the accuracy of the record, all comments should be submitted in
writing. Proceduresto be followed at this hearing may be found in the April 1, 1996 Indiana
Register, page 1710 (19 IR 1710).

Additional information regarding this action may be obtained by calling (800) 451-6027 (in
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Indiana), press 0 and ask for Roger Letterman, Rules Development Section, Office of Air
Management, (or extension 2-8342) or dial (317) 232-8342. If the date of thishearing is
changed it will be noticed in the Change of Notice section of the Indiana Register.

Individuals requiring reasonable accommodations for participation in this event should
contact the Indiana Department of Environmental Management, Americans with Disabilities Act
coordinator at:

Attn: Brandye Hendrickson, ADA Coordinator

Indiana Department of Environmental Management

100 North Senate Avenue

P.O. Box 6015

Indianapolis, Indiana 46206-6015
or call (317) 233-1785. Speech and hearing impaired callers may contact the agency via the
Indiana Relay Service at 1-800-743-3333. Please provide a minimum of 72 hours' notification.

Copies of these rules are now on file at the Office of Air Management, Indiana Department of
Environmental Management, Indiana Gover nment Center-North, 100 North Senate Avenue,
Tenth Floor East, Indianapolis, Indiana and are open for public inspection.
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